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ABSTRACT:  
The growing wealth gap and lack of available low-income housing have become significant 

problems in the United States. Lack of available low-income housing leads to an increase in 

homelessness and financial hardship for low-income families. In Tucson, low-income housing 

options are few and far between. This project is designed to get a perspective from a property 

developer on why there are so few low-income housing complexes in Tucson. It also tries to 

identify solutions and incentives for developers to build more low-income housing complexes 

while still being economically viable. This project asked essential questions about low-income 

housing to local developers, gathering statistical data and developing a financial analysis on low-

income and non-low-income properties, researching different government programs and funds 

available to local developers, and researching unorthodox strategies that cities or developers can 

implement. Through research in this project, there are particular economic and political reasons 

why developers avoid investing in low-income housing. Another key finding from the study is 

there are different programs and risk-mitigation strategies that can limit risk in investment of 

low-income housing development. The main incentives and strategies found that developers can 

use to build more low-income housing are applying for Low Income Housing Tax Credit, 

applying for the Tucson Community Block Grant, identifying abandoned buildings to construct 

low-income housing, and taking advantage of Tucson’s GPLET program. The main strategies 

found that the City of Tucson can implement to promote low-income housing complexes are 

relaxing zoning laws, building more city-owned parking garages, and removing off-street 

parking requirements. Developers can use this project to determine a strategy and incentives that 

can be used to develop low-income housing, which Tucson desperately craves. 
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INTRODUCTION:  
John Locke’s three natural rights are life, liberty, and property. One major issue that has 

been prevalent in the United States since the 1930s is the shortage of low-income housing 

(NLIHC, 2015). The low-income housing crisis started because of the Great Depression, which 

increased the number of people out of work and the number of people looking for housing. The 

National Low-Income Coalition outlines the current United States housing crisis by stating, 

“Only 37 affordable and available rental homes exist for 100 extremely low-income renter 

households” (NLIHC, 2021). This statistic outlines the challenging situations that low-income 

families are in, leading to both rise in homelessness and financial hardship in the United States. 

          Zoning in on a smaller local scale, we look at the discrepancy in the city of Tucson, 

Arizona. Tucson is currently home to around 103,423 people that fall below the poverty line 

(City Data, 2019). Out of these 103,423 people, only 55 low-income housing complexes are 

available (Low Income Housing.us, 2021). This discrepancy leaves one hundred thousand people 

trying to find adequate living in the city of Tucson without any real options. Why is there such a 

vast discrepancy in the amount of low-income housing available and the amount of low-income 

housing needed in Tucson? 

The problem identified is the disproportion in the amount of supply and demand of low-

income housing in Tucson. In real estate development, the responsible party for supplying low-

income housing is local developers. Real estate developers are seen much like someone investing 

in the stock market. The goal is to identify properties that will gain in value but also bring in 

passive income. This information is important because the project is designed to get a 

developer’s perspective on the low-income housing crisis that Tucson possesses.  

Some of the critical questions that this project is designed to answer are, why are 

developers hesitant to invest in low-income housing complex projects in Tucson, AZ? Also, 
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what are some strategies and incentives that developers can use to develop low-income housing 

complexes in Tucson successfully? If the low-income Tucson housing crisis can be better 

understood, more potential solutions such as federal and state taxing credits and repurposing 

abandoned commercial buildings can be identified. These solutions can help develop more low-

income properties in Tucson, AZ. In return, this would greatly benefit the lives of low-income 

people across the city. 

METHODOLOGY:  
Three different methods are used in the project to answer the research questions. Initially, 

I conducted a literature review to understand why developers avoid investing in low-income 

housing across the United States and Tucson. The literature review also identifies different 

federal and local programs available to developers to incentivize developers to build low-income 

housing. I also researched unorthodox strategies that cities can use to promote the development 

of low-income housing. The in-depth literature review helps identify the history and solutions to 

the research questions asked in this project.  

The second step of this project was to identify why real estate developers are hesitant to 

invest in low-income real estate complexes in Tucson, AZ. To better understand the answer to 

this question, a careful analysis of the finances and economics behind low-income housing in 

Tucson was conducted. I compiled financial and economic information on low-income housing 

information using Realtor.com. Realtor.com was selected because it provides up-to-date metrics 

on low-income and non-low-income properties. I pulled fourteen development properties for 

low-income (7) and non-low-income families (7). The non-low-income properties act as a 

control group and are based on the availability of financial information and zip code. The two 

groups are compared to determine if there is any financial reasoning behind developers not 

wanting to invest in low-income properties in Tucson. Data on each project included sales price, 
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year sold, increase/decrease in sales price since sold based on projection, price per square foot on 

sales date, apartment name, and zip code. The data was used to compare low-income and non-

low-income projects to determine if developers avoid low-income projects for economic reasons. 

The data was also used to find connections or similarities between the data and the literature 

review. Real estate market data was also researched to determine current Tucson market 

conditions.  

The final method used in this project was to contact Tucson developers and ask specific 

questions about low-income real estate development. The questions I asked were the same as the 

research questions in this project. The thought behind this method is that leaving open-ended 

questions allows for more ideas and solutions to be obtained. The method also promotes essay 

responses to the questions and explanations behind the answers. Emails were sent to the 

developers asking the research questions. The only other emailed questions to the local 

developers were, have you ever invested in low-income housing in Tucson? Why or why not? 

The responses were compiled and analyzed to find themes in the answers. Once common themes 

were identified in the responses, an analysis of the answered questions was done to check for 

similarities in the literature review. The various methods used in this project were able to obtain 

statistical data and expert opinions on the presented research questions. The literature review is 

the most important method for this project. 

LITERATURE REVIEW: 
DEVELOPERS STANDING ON LOW-INCOME HOUSING:  
Developers are often faced with a tough challenge when building low-income housing. The 

primary issue with developing low-income projects is developers need funding and often resort 

to loans and investors (Urban Institute, 2016). For a development project to be investable, it must 

show that it will produce returns to pay back its funding (Urban Institute, 2016). Many low-
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income development projects cannot happen because the rent tenants can afford is not enough to 

cover the financing needed to build the project (Urban Institute, 2016). All the costs associated 

with development include operating costs, construction, acquisition cost, developer fee, design 

fees, and reserves (Urban Institute, 2016). Realizing how many costs go into development is 

essential when understanding the low-income housing crisis. Lack of funding for development is 

one reason developers avoid or cannot invest in low-income housing, but there are many more. 

Developers’ main goal is to find a way to bring in as much money as possible (Herriges, 2018). 

Developers prefer investing in luxury housing is much more profitable (Herriges, 2018). Other 

reasons that affect developer’s ability to build low-income housing include supply and demand, 

city zoning limits, and other regulations that increase the cost of developing property (Herriges, 

2018). Figure 1 gives an idea about the residential zoning laws in Tucson. 

 

Figure 1. Map of residential Zoning in Tucson. (Steinberg, 2020) 
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With so much land designated for detached single-family homes, it is difficult to find space for 

Tucson developers to build low-income housing complexes. The zoning map indicates that 

Tucson developers are limited to blue-colored residential zoning areas (Brocious, 2020). 

FEDERAL INCENTIVES: 

LIHTC: 

LIHTC (Low Income Housing Tax Credit) is a subsidy provided by the federal government 

awarded to developers across the county (Local Housing Solutions, 2021). LIHTC was created in 

1986 and became a permanent government subsidy in 1993 (Novogradac, 2021). On average, 

between 1995 and 2018, there were 1,400 projects and 106,400 units created every year (HUD, 

2021). This shows wide use of the subsidy. A subsidy is money given to a project that does not 

have to be paid back (Local Housing Solutions, 2021). LIHTC provides cash for a low-income 

development project’s construction and acquisition costs (Local Housing Solutions, 2021). 

LIHTC gives out 9% credits and 4% credits that can be used to lower the amount of initial 

money that comes from developers (Local Housing Solutions, 2021). The goal of LIHTC and the 

federal government is to promote the building of low-income housing and help developers afford 

the initial cost associated with low-income housing development (Tax Policy Center). Applying 

for LIHTC is a competitive process, and state housing agencies often reward funds. (Tax Policy 

Center). The current cost of LIHTC is $9.5 billion per year; this makes it the most significant 

federal incentive for developers (Tax Policy Center). According to the National Association of 

Home Builders, “The LIHTC is the most successful affordable rental housing production 

program in U.S. history” (NAHB). Though the LIHTC is deemed successful, an increase in 

government spending could promote the development of even more low-income housing 

complexes.  
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To apply for LIHTC, developers must ensure that a certain percentage of tenants are below the 

area’s median income. Another requirement is that some residential units must have rental price 

restrictions with low-income families living in them (Tax Policy Center). The current LIHTC 

requirements for Arizona are, “At least 20% or more of the residential units in the development 

are both rent-restricted and occupied by individuals whose income is 50% or less of the area 

median gross income” (Arizona Department of Housing). Essentially developers are trading 

lower rental prices for low-income families for a credit that allows them to help initially fund the 

project.  

CDBG: 

LIHTC is not the only federal incentive that is available to Tucson developers. Another federal 

incentive for developers to build more low-income housing is the CDBG (Community 

Development Block Grant). CDBG is much like LIHTC; it is a grant given to developers to 

acquire real estate, relocate real estate, rehabilitate real estate, construct real estate, and use 

renewable energy sources in real estate (HUD Exchange, 2021). The CDBG started in 1974 and 

provides grants to 1200 urban counties and cities (Daniel, 2021). Therefore, it is considered a 

successful government program.  

One of the key concepts on CDBG is that the funds should be used to eliminate slums (HUD 

Exchange, 2021). The eligibility requirements are often reliant on population census data. The 

funds are given to metropolitan cities whose population is at least 50,000 and urban counties 

whose population is at least 200,000 (HUD Exchange, 2021). There is a formula that the CDBG 

uses to determine how many funds each developer shall receive based on urban community 

needs (HUD Exchange, 2021). The CDBG has received funding cuts recently; it has fallen close 

to a half-billion dollars since 2010 (Daniel, 2021). Cutting government spending for LIHTC and 
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CDBG decreases job creation and low-income housing development (Daniel, 2021). This shows 

the importance of increased government spending in these programs to incentivize developers to 

build low-income housing. 

 LOCAL TUCSON INCENTIVES: 

GPLET: 

A local incentive available to Tucson developers to build low-income housing in Tucson is the 

GPLET (Government Property Lease Excise Tax). One of the requirements of applying for 

GPLET is that property must be developed within Tucson’s Central Business District (Ruiz, 

2014). Loran Shamis describes how GPLET works by stating, “Government Property Lease 

Excise Tax is an economic development tool that allows the city to take temporary ownership of 

real property and lease it back to the prior owner” (Shamis, 2021). Developers are rewarded by 

getting a tax cut for eight years. (Shamis, 2021).  The goal of GPLET in Tucson is to expand and 

revitalize the Central Business district that is located in downtown Tucson. (Ruiz, 2014). Ruiz 

states, “The developer will enter into a lease agreement with the city of Tucson for a term of 8 

years where the city will take ownership of the building/land and lease it back to the developer 

for a nominal fee” (Ruiz, 2014). One of the benefits of GPLET is that it allows local developers 

to exit an investment at any time and give ownership of the development project to another 

investor who is then transferred the GPLET (Ruiz, 2014). Figure 2 shows the boundaries of the 

Central Business District in Tucson.  
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Figure 2. Boundaries of Tucson’s Central Business District. (City of Tucson, 2020) 

The central business district is a relatively large area and extends east to Park Ave, south to 

Silverlake, and north to the I-10 (Ruiz, 2014). The CBD leaves room for developers to build low-

income housing within the blue area of Figure 2. Once the 8-year lease with the city is over, the 

developer can decide whether to keep ownership of the property built or lease the property back 

to the city (Ruiz, 2014). Another requirement for GPLET is that the local developer must 

increase property value by 100% (Ruiz, 2014). Some of the current GPLET projects located in 

Tucson’s CBD are the Cadence, Brother Johns, and AC Marriot Hotel (Steinberg, 2020). 

Developers have the option to develop businesses, restaurants, hotels, parking, and residential 

complexes. One of the complaints about GPLET is that it is often used to build luxury apartment 

complexes (Ruiz, 2020). This frequently drives up affordable housing prices in the CBD and 

nearby areas (Ruiz, 2020). 
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STRATEGIES FOR CITIES AND DEVELOPERS:  

Converting unused commercial buildings into low-income housing: 

Unused commercial buildings provide perfect opportunities for developers to build low-income 

housing (Wiencek, 2017). Often, the prices of unused and old commercial buildings are lower 

than unused multi-family properties (Wiencek, 2017). This claim makes using commercial 

buildings a cheap and affordable option for developers who want to build affordable housing 

(Wiencek, 2017). One city that has shown examples of successfully converting old commercial 

buildings into low-income residential properties is Bethesda, Maryland (Wiencek, 2017). One of 

these low-income development projects can be seen in Figure 3. 

 

Figure 3. Cordell Place before and after. (Taylor, 2017) 

Figure 3 shows a current low-income multi-resident property called Cordell Place. The project’s 

goal was to create living for homeless people in the Bethesda area (Wiencek, 2017). The 

Montgomery Coalition for the homeless took advantage of the abandoned property and 

purchased it cheaply (Wiencek, 2017). Tucson developers can use the same strategy that 

Montgomery Coalition for the homeless used by locating abandoned commercial buildings 

across the city and repurposing the buildings into low-income housing. One current unused 

commercial property in Tucson is 702 S. Craycroft Rd. The property is priced on real estate loop 

net for $575,000 (LoopNet, 2021). A photo of the layout of the property can be seen in Figure 4.  
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Figure 4. Layout of 702 S. Craycroft Rd. (LoopNet, 2021) 

The property already has a layout that would benefit developers investing and repurposing the 

building to low-income housing. The individual office buildings within the property are 

separated by walls and have their own doors (LoopNet, 2021). Repurposing this commercial 

property would decrease construction costs for developers by limiting the amount of construction 

needed. This is an example of how Tucson investors could repurpose unused office buildings to 

multi-family low-income housing.  

Building city parking garages:  

One other strategy that Tucson can use to promote more low-income housing is building more 

parking garages. Parking garages have the potential to provide a source of income to cities. By 

building parking garages, cities can remove off-street parking requirements, increasing available 

land for development (RideAmigos, 2019). If off-street parking requirements are eliminated, 

construction costs of projects also decrease for developers, which can help incentivize more low-

income housing (RideAmigos, 2019). In return, this increases the supply of available housing in 

a downtown area which drives rents down (RideAmigos, 2019). Aside from lowering the cost of 

rent for low-income families, cities can benefit from less car use, leading to decreased carbon 

emissions (RideAmigos, 2019). Overall, the initial construction of parking garages can be 
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expensive for cities but can be used to incentivize low-income development, decrease carbon 

emissions, drive rent down in urban settings, and create jobs. Figure 5 shows a picture of a 

Tucson city-run parking garage in downtown Tucson.  Parking garages like these can be built 

across the city to incentivize low-income housing development. 

 

Figure 5. El Presidio Downtown Parking Garage. (Pima County, 2020) 
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RESULTS AND DISCUSSION: 
FINANCIAL ANALYSIS ON LOW-INCOME AND NON-LOW-INCOME PROPERTIES IN TUCSON: 

Property Information:  

Table 1 (Low-income property sample population) 

 

Table 2 (Non-low-income property sample population) 

The different properties selected for both low-income and non-low-income for the financial 

analysis are broken down in Tables 1 and 2. The properties were based on zip code, though due 

to the small number of low-income housing in Tucson, the zip codes were only similar and not 

exact. The properties chosen were also based on the availability of financial information. While 

identifying properties, often financial information about properties is incorrect and has not been 

updated. This made it challenging to identify usable properties in the project. The different 

properties analyzed are numbered 1-7, making it easy to follow the graphs and charts below. All 

values and projections, and statistics for this financial analysis were taken from realtor.com in 

January 2021. 
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Property Sales Information:  

Table 3 (Low-Income Properties Sales Information) 

Table 4 (Non-low-income Properties Sales Information) 

As stated above, it was not easy to find financial information on non-low-income properties. 

Therefore, some of the non-low-income property information seen above is based on a single 

unit within the complex. Part of the reason for there not being enough information is property 

owners require anyone interested in the property to reach out. After reaching out, property 

owners would demand proof of funds to get financial information about the property. Proof of 

funds is a strategy used by developers to limit the number of people who waste their time on 

expensive projects. The amount of money that I have is nowhere close to the amount needed to 

get financial information about the properties. The units were my next best option to represent 

the complex as a whole. 
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Price per sqft low-income vs non-low-income properties (property value analysis): 

 
Graph 1 (Low-income vs. non-low-income price per sqft) 

Key   
Low-Income   

Non-Low Income   

Graph 1 analyzes the price per sqft on the low-income and non-low-income housing 

populations that were identified. Analyzing the price per sqft in Graph 1 shows a lot about low-

income properties in Tucson. It shows that currently, low-income properties are worth less than 

non-low-income properties in Tucson. The average price per sqft of the sample low-income 

housing is $90.91. In comparison, the average price per sqft of the sample non-low-income 

housing is $171.49. This analysis can give us a better insight into why developers would not 

want to invest in low-income housing in Tucson. Based on the sample data, if a developer were 

to own a 20,000 sqft low-income property in Tucson, the average property value would be 

$1,818,200. If that same developer were to invest in a 20,000 sqft non-low-income property, the 

average property value would be worth $3,429,800. This metric is only property value and does 
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not consider the previous costs for the developer, such as construction and acquisition costs. 

From the sample data, low-income property #7 price per sqft ($228.77) is worth more than the 

price per sqft average for non-low-income housing ($171.49). Therefore, it is impossible to say 

that a low-income property will automatically have a lower property value, but there is a trend in 

the data. To determine how all of Tucson’s low-income property values compare to non-low-

income housing, additional research would need to be done on all low-income and non-low-

income properties in Tucson. 

As learned in the literature review, developers rely on rent and property sales to pay back 

the funding received from investors and loans. Lower property value and lower rent rates in low-

income housing mean less potential money to pay off the funding. Based on the sample data, 

developers would have to ensure low construction costs of low-income properties to limit 

funding. The city of Tucson could incentivize low-income housing development and lower 

construction costs for developers by removing off-street parking requirements. Lowering 

construction costs could make it easier for developers to get funding from government programs 

such as LIHTC and CDBG. Applying and getting accepted to these government programs would 

ensure that the smallest amount of money comes from developers’ pockets for construction and 

acquisition costs. Tucson developers getting government funding makes low-income property 

value less critical in the long run of an investment. If the developer uses government funding for 

construction and acquisition, less money is needed from banks and investors. This means that 

less money will have to be paid back, and therefore, low-income property values have more 

room to fluctuate.  

One strategy that could lower the construction cost of low-income housing is repurposing 

commercial housing. Unused commercial buildings are often more affordable than unused multi-
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family properties. Developers utilizing unused commercial properties also limit the amount of 

construction required on the part of a developer. Take a look at Figure 4; the layout of the 

property located in Tucson is ideal for developing a low-income property. The property is 

divided into rooms, and therefore, the only construction that would have to be done is adding 

bathrooms and plumbing. This is much cheaper for a developer than building a low-income 

housing complex from the ground up. Developers need to focus on minimizing the importance of 

property value rather than focusing on ways to control it.  

Another way Tucson developers can mitigate the risk of losing money on low-income 

property values is by using the local Tucson incentive GPLET. If the developers proposed 

project is accepted into the program, the city would take temporary ownership of the low-income 

property. Being a part of GPLET would allow the developer to sell his ownership of the low-

income property if property values started to decrease.  Being part of the GPLET program, 

developers can eliminate some of the risks for developers to build low-income housing. Property 

value is an important metric to understand why developers would shy away from investing in 

low-income housing. What is even more critical is how property values fluctuate in Tucson over 

time.   

Projected percent increase/decrease on property value low-income vs. non-low- income 

(annually and overall):  

 
Table 5 (Low-income property value % increase/decrease) 
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Table 6 (Non-low-income property value % increase/decrease) 

 
Graph 2 (Low-income vs. non-low-income property value price % increase/ decrease per 

year) 

Key   

Low-Income   

Non-Low Income   

 

  Graph 2 can help identify other reasons developers are hesitant to invest in low-income 

housing complexes in Tucson. Based on the sample population for low-income properties, the 

only two properties that increased in projected value every year are properties #4 and #6. In 

comparison, every non-low-income property increased in projected value every year. On average 

non-low-income housing in the sample population increased by 8.11% in projected value per 
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year. In contrast, low-income properties in the sample population increased by an average of 

0.02% projected value per year. This metric shows that if a developer owns a non-low-income 

property worth $1,000,000, they could expect the property value to be $1,081,110 in one year. In 

retrospect, if a developer owns a low-income property worth $1,000,000, they could expect the 

property value to be $1,000,200 in one year. These metrics are based on property value 

projections and do not represent the actual prices of the properties. 

One major takeaway from Table 5 and Graph 6 is that the low-income properties’ 

projected price percent increase/decrease is unpredictable. All of the projected property values in 

the low-income sample population increase and decrease at different rates. There is no apparent 

trend in the data. For this reason, it can be concluded that investing in low-income housing is not 

a safe investment for a developer and that there are obvious risks involved. If a developer were to 

look at Graph 2, they would immediately see that investing in non-low-income properties is a 

safer investment. Developers would think this way because there is a positive trend in the non-

low-income property data with projected property values increasing. The low-income housing 

population has too many unknowns. There are many potential reasons that we see low-income 

properties 1,2,3,5 and 7 decrease in value. One possible reason is the rent that low-income 

families pay at these properties is not enough for maintenance costs. This idea is outlined in the 

literature review and is a significant reason developers avoid investing in low-income housing. 

When a property is not appropriately maintained, maintenance costs increase, and property value 

decreases. Unmaintained properties can also become uninhabitable, which is the worst-case 

scenario for any developer and lead to drastic financial losses.  

Another potential reason is that the data was taken in January 2021 when COVID-19 was 

a vast economic influencer. The COVID-19 pandemic has dramatically affected the low-income 
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real estate market. COVID-19 could have negatively skewed the property value projections for 

the sample population of low-income properties. When COVID-19 hit, people were out of work 

and out of jobs, low-income people included. COVID-19 made it difficult for low-income 

income people to afford rent. If tenants could not afford rent, developers and landlords were left 

with no choice but to take a financial loss. In return, this lowered the operating income of low-

income properties, reducing projected property value.  

COVID-19 is an example of an unpredictable external factor that affected the low-income 

real estate market. The inability of developers to predict the real estate market is why market 

research is necessary. Developers need to understand where low-income housing is needed in 

Tucson and the demand for low-income housing in the area of development. Proper market 

research can guarantee that both vacancy rates in developed properties are low and operating 

income is steady or increasing. In return, market research can lead to an increase in projected 

property value.  

The data gathered in Graph 2 outlines the importance of federal and local governments 

providing incentives to Tucson developers. When developers invest in low-income housing, it is 

more challenging to receive a return on investment and keep property values rising. Tucson 

developers need to take advantage of federal and local incentives that are available. The 

government also needs to increase its spending on LIHTC and CDBG to incentivize developers 

to build more low-income housing complexes. Both LIHTC and CDBG have been deemed 

successful for decades and therefore promote developers to build low-income housing. More 

federal funding means more projects that can be accepted, which leads to more low-income 

properties that Tucson developers can build. LIHTC also allows for developers to sell a portion 
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of units in a low-income property for market rate. Being able to sell a portion of units at a market 

rate will enable developers to increase operating income and property values.  

Tucson real-estate market research: 

 
Infographic 1 (Tucson Market Information) 

Infographic 1 outlines market information about the current Tucson real estate market. As 

seen in Infographic 1, the current Tucson real estate market is in good standing. One statistic that 

can show this is that the Tucson market is trending upwards at 9.9% per year. This statistic is 

similar to the non-low-income housing sample population that was analyzed. The non-low-

income housing sample population property values increased on average 8.11% every year. 

These metrics help identify that real estate developers would not hesitate to enter the Tucson 

market. Currently, the median listing price per sqft in Tucson is $159. The median price per sqft 

used in the non-low-income sample population for my study was $153.02. This statistic shows a 
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close correlation between the price per sqft of the sample low-income housing population and the 

entire market of Tucson. The close correlation between my data and the entirety of the Tucson 

real estate market shows the gathered data did an excellent job of representing low-income and 

non-low-income housing complexes in Tucson.  

One key takeaway from Infographic 1 is that developers are not avoiding developing in 

the whole city of Tucson and rather just avoiding developing low-income housing complexes in 

the city. This fact insinuates that there is a possibility the Tucson low-income real estate market 

follows trends found in the low-income sample population in Graphs 1 and 2. While economic 

factors have a role in why there are limited low-income housing complexes in Tucson, the city of 

Tucson is also at fault for its harsh zoning laws that prohibit the development of low-income 

housing. Figure 1 illustrates Tucson residential zoning laws and shows the lack of available land 

to build low-income housing. Low-income housing in the city would greatly benefit if the city of 

Tucson relaxed its zoning laws and allowed more land use for the development of multi-family 

housing complexes. The financial and political reasons discussed have played a critical role in 

developers not developing low-income housing in Tucson. This claim can be backed up by the 

literature review and the financial analysis in the results section. 

 
ONLINE DEVELOPER INTERVIEWS:  

Questions Asked:  

Table 7 (Questions asked to interviewees) 

The questions asked to the interviewees can be seen above. As mentioned in the methodology 

section, the sections were open- ended questions. This allowed the interviewees to come up with 
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their own thoughts and ideas to answer the questions. The questions are the same as the research 

questions and get a developer’s opinion on this project’s questions.  

Interviewees:  

Both Interviewee #1 and Interviewee #2 have extensive experience within the development 

world. Their experience is the reason that both of these property developers were chosen. Getting 

into contact with developers who specialize in low-income development proved to be 

complicated. This was not the specialty of Interviewee #1 or Interviewee #2 though both are 

experienced with residential multi-family properties. Interviewee #1 and Interviewee #2 both 

understand the concepts and incentives behind low-income housing in Tucson and, therefore, 

proved to help this project. Both developers are experienced in strategies to mitigate risks of the 

development of residential properties as well. Below are the responses to the questions that were 

asked.  

Question #1: Have you invested in low-income housing in Tucson? Why or why not? 

Question 1 Analysis and Discussion:  

Based on the interviews, Interviewee #1 and Interviewee #2 both hit on key points 

identified in the literature review. Both Tucson developers acknowledged that low-income 

property development makes it difficult to bring in rent. Interviewee #2 states, “Low-income 

properties rent rates are lower, and therefore I cannot guarantee this return to investors.” This 

concept was outlined in both the literature review and results section of this paper. The responses 

to the question support the claim that low-income housing development in Tucson is not as 

profitable as a non-low-income housing development.  

Another common theme between both responses is that time consumption is a major 

factor why Interviewee #1 and Interviewee #2 do not want to invest in low-income housing 
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complexes. Interviewee #1 says, “The reason I didn’t is the vast amount of paperwork and time 

consumption that came with the development project.” Interviewee #2 also mentioned that he 

does not have time to wait for government funding to build low-income properties. The 

responses outline the importance of time to the developers; they want to invest as soon as 

possible without waiting for funds to develop a low-income property. This is an area where the 

federal and local governments can do better. If the City of Tucson and the United States want to 

increase the availability of low-income housing, an increase in funding and programs is needed. 

An increase in funding would motivate more developers to apply for these programs (LIHTC, 

CDBG, and GPLET) because more properties would receive funding. From my understanding, 

both developers believe that it is not worth their time to apply to these programs because it is a 

time-consuming process with a large chance of getting denied. This outlines the importance of an 

increase in funding. 

Another common theme is that neither developer necessarily wants to deal with the 

government. Interviewee #1 says, “Tax write-offs become more complicated when dealing with 

low-income property development.” Interviewee #1  understands that investing in low-income 

properties subjects him to audits from the government. Interviewee #1 has his earnings in mind 

and, therefore, would rather not go down the path of receiving government funding. Interviewee 

#2 also says, “Bottom line is that I am a developer and am looking for the greatest returns on my 

investment.” Interviewee #2 understands that investing in low-income housing is a much riskier 

investment in Tucson, as outlined in the financial analysis. His interest is to himself and his 

earnings. A key point that needs to be made is that developers need to be more open-minded to 

federal and local programs that promote low-income housing development. Developer interest in 

low-income can potentially persuade the government into giving out more funding to low-
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income development programs. The problem is that developers’ interest in their returns is much 

greater than helping low-income families.  

Question #2: What are some reasons that developers avoid investing in low-income housing in 

Tucson?  

Question 2 Analysis and Discussion: 

 This question had many similarities with the previous question, and therefore, the 

answers were similar. Interviewee #1 expanded by talking about the city of Tucson zoning laws, 

“I am familiar with the residential zoning laws in Tucson and know that the majority of land in 

Tucson is zoned to be single-family homes. Tucson zoning laws hinder a developer’s ability to 

find land where low-income housing is needed.” Interviewee #1 is saying that there are low-

income neighborhoods in Tucson where low-income complex development is needed but not 

allowed. The problem with Tucson’s zoning laws is outlined in the literature review section. This 

is a problem that Tucson needs to address to give developers more access to land that can be 

developed into low-income housing. By addressing the lopsided zoning laws, Tucson’s city can 

hinder developers’ ability to develop low-income housing. Reimagining city zoning laws will not 

completely fix the problem of lack of low-income housing but can be a tool to promote more 

low-income development in Tucson.  

 Interviewee #2 stuck with his answer from the previous question that low-income 

properties do not hold as much value. Interviewee #2 states, “Without government backing, low-

income properties would be worth nothing compared to student housing complexes, or luxury 

apartments or condominiums.” This shows Interviewee #2’s clear preference in maximizing 

return on his investments. Property value and returns have been discussed multiple times in 

previous sections of this project and therefore does not need to be discussed more. 
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Question: What are some strategies and incentives developers can use to build more low-income 

housing in Tucson? 

Question 3 Analysis and Discussion:  

Both Interviewee #2 and Interviewee #1 had different views on incentives and strategies 

to build low-income housing in Tucson. Interviewee #1’s strategy relies on the federal incentive 

LIHTC. His strategy was unorthodox in that it utilized the funding received from LIHTC to build 

a sustainable low-income housing complex. Interviewee #1 states, “My plan was to utilize the 

70% subsidy to help incorporate sustainable design into the property”. Sustainable design and its 

impact on operating costs was something that was not considered in this project. It is a great 

strategy because it is taking government funding and lowering his pictured low-income property 

costs. This shows how useful government programs like LIHTC and CDBG can be. If 

government funding is utilized the right way by developers, it can greatly lower costs to maintain 

low-income properties. To successfully develop low-income complexes, multiple strategies and 

incentives can be used. Interviewee #1 states, “The most important strategies to me when I was 

considering developing this low-income property was getting government backing and doing 

proper market research to determine if there was low-income housing demand.” It can be 

concluded that both government backing (LIHTC, CDBG) and market research are some of the 

most important tools developers have to build low-income housing in Tucson.  

 Interviewee #2 mentioned one strategy that he would use in order to develop low-income 

housing in Tucson. He states, “If I was forced to invest in low-income housing, I would identify 

cheap commercial or residential properties that could be retrofitted or upgraded into a low-

income housing complex.” Using unused commercial properties was one of the strategies 

identified in the literature review of this project. Interviewee #2 mentioned nothing about federal 
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or local incentives which is interesting. Interviewee #2’s main goals are to limit construction 

costs and build cheaply. This is due to the nuances of the low-income housing market, such as 

lower property value and fluctuating property value.  

Through the conducted interviews, it can be concluded that there are numerous strategies 

that developers can use to build more low-income housing in Tucson. The mass number of 

strategies and incentives available to developers can be utilized in order to build more low-

income housing in Tucson. Every developer will have a different opinion on the best incentives 

and strategies to use to build more low-income housing. One key point that came up multiple 

times through this project is the need for increased government funding available to Tucson 

developers.  

CONCLUSION:  
The Tucson housing market is performing outstanding and rates nationally as one of the 

best places to move to currently. However, there are obvious problems to incentivize developers 

to invest in low-income housing. This study explored two questions about developers’ role in the 

building of low-income housing in Tucson. The first question is, why are real estate developers 

hesitant to invest in low-income housing complexes in Tucson, AZ? The second question is, 

what are strategies and incentives that real estate developers can use to develop low-income 

housing complexes successfully?  

Through the sample population of low-income apartments and non-low-income 

apartments in the financial analysis, there are signs of economic reasons why developers do not 

invest in low-income housing in Tucson. Though it may be cheaper to purchase a low-income 

development in price per square foot, there is a greater chance that property value will diminish 

over time, leaving investors with an investment loss. One primary conclusion is that investing in 

low-income housing throughout the City of Tucson is risky and therefore avoided by many 
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developers because of the inability to get loans or investments for low-income projects. The 

primary reason developers cannot get funding for low-income projects is the low rent rates 

associated with low-income properties. Lower rent rates lead to lower property values. Investors 

and developers look to maximize returns on investments, and low-income housing does not do 

this. The importance of maximizing returns to developers can be highlighted by an interview 

with Interviewee #2 (local property developer), “Bottom line is that I am a developer and am 

looking for the greatest returns on my investment.”  

The City of Tucson residential zoning boundaries also limit the ability of local developers 

to build low-income housing. Interviewee #1 (local developer) states, “I am familiar with the 

residential zoning laws in Tucson and know that majority of land in Tucson is zoned to be 

single-family homes. Tucson zoning laws hinder a developer’s ability to find land where low-

income housing is needed.” The City of Tucson can promote more low-income housing 

development by decreasing land zoned for detached single-family homes.                                                                         

After analyzing ways the City of Tucson and the federal government can incentivize 

developers to build more low-income housing within the city, multiple conclusions were 

determined. The first conclusion is that federal incentive LIHTC (Low Income Housing Tax 

Credit) is one of the most helpful and valuable tools available to developers. LIHTC is beneficial 

because it gives developers a tax credit for property acquisition and construction costs. One of 

the requirements to apply for LIHTC is that 20% of a property’s tenants be at least 50% below 

the area’s average annual income. LIHTC allows for the other 80% of units in a property to be 

sold at market rate, which benefits developers. LIHTC is the federal government giving direct 

incentives for developers in the Tucson area to build low-income housing. LIHTC can be 

expanded by an increase in funding by the state and federal government. The current funding of 
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LIHTC is around $9.5 billion; however, an increase in the budget would allow for more low-

income housing to be built by developers in Tucson. 

Beyond LIHTC, the government offers another incentive called the Community 

Development Block Grant. LIHTC and CDBG are essential for the successful development of 

low-income housing in Tucson. The Community Development Block Grant is funds that are 

given to the City of Tucson to build suitable and affordable housing throughout the city. 

Developers can utilize this money by planning projects that provide low-income residents in 

Tucson with places to live. CDBG is different from LIHTC because the grants are for more than 

just low-income housing and address all kinds of community needs. CDBG funds have been cut 

in recent years. It can be concluded that both CDBG funds and LIHTC funds need to be 

increased by the federal government to promote the building of low-income housing in Tucson.    

 From the data compiled through this project, developers can rely on government 

programs such as LIHTC and Community Development Block Grant to make projects 

financially viable. Without these government programs, developers are putting themselves at risk 

of having their investment fail. Developers rely on the ability to pay back funding, and these 

government incentives lower the amount of money that has to be paid back to outside sources. In 

return, this reduces the risks involved with the investment.                                                            

 One incentive that is local to Tucson is the Government Property Lease Excise Tax. The 

GPLET is available to developers and is used to promote the development of Tucson’s Central 

Business District. The GPLET allows developers to lease their low-income properties to the City 

of Tucson temporarily. For doing so, developers receive a tax cut for eight years. Developers 

have the option to sell their share in the low-income investment while a part of GPLET. The 

ability to leave an investment while a part of GPLET is a significant tool that can help 
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developers mitigate risk for low-income property development.                                                                                                                    

 Outside of LIHTC and development grants, other ways to help developers pay for low-

income housing development are for cities to build parking garages. Parking lots in downtown 

areas are some of the most valuable real estate available. By removing off-street parking 

requirements and replacing surface lots with city-controlled and maintained garages, the city can 

open up additional land for development, produce a revenue stream, and remove one of the most 

expensive parts of a project. Freeing up this cost allows developers to reduce the price of units. 

Such deals on parking garages must be made explicitly before construction, and while costly for 

the city, may be a useful bargaining tool.                                                                                                                              

 The final strategy identified in the project to help developers build low-income properties 

in Tucson is to repurpose unused commercial properties. Unused commercial properties are often 

cheaper than unused residential properties and can be retrofitted to create low-income housing. 

This is a strategy that developers can use to lower initial construction costs of development for 

low-income housing. The Tucson market has plenty of unused commercial properties that can be 

retrofitted.                                                                                                                                     

 Overall, there are many strategies and incentives available to Tucson developers to 

promote the building of low-income housing. Every developer will have their own opinion on 

which incentives and strategies are the best to develop low-income housing in Tucson. The most 

important conclusion that I was able to take away from this project is that federal and local 

governments need to increase spending to promote low-income housing development. Until we 

see an increase in federal and local spending, we will continue to see developers stay away from 

the low-income housing market in Tucson. Future research can be done on how to promote the 

development of low-income properties in a variety of ways. This project can be expanded by 
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analyzing research on all low-income and non-low-income properties in Tucson. For example, I 

could reach out to developers who own properties apart of the LIHTC and analyze the different 

property values and earnings.  More data would allow for more substantial claims to be made in 

the financial analysis. More in-depth research could be done on all the significant incentives and 

strategies that were identified in this research project.  
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